• Indicator data used to monitor trends in health care spending suggest that there has been little or no acceleration in personal health care spending through the third quarter of 1995, when compared with the same three quarters of 1994.
• Total patient revenue and hospital utilization both accelerated moderately in the first three quarters of 1995 compared with the same period in 1994. During that same period, inpatient prices decelerated while outpatient prices, including those paid by Medicare and other third-party payers, accelerated.
• After decelerating rapidly during the past few years, consumer prices for medical care services have moderated in recent quarters, following the recent trend of overall prices.
INTRODUCTION
This article presents statistics on health care utilization, prices, expenses, employment, and work hours, as well as on national economic activity. These statistics provide an early indication of changes occurring in the health care sector and within the general economy. We rely on indicators such as these to anticipate and predict changes in health care sector expenditures for the most recent year. Other indicators help to identify specific reasons (e.g., increases in price inflation or declines in utilization) for health care expenditure change.
The first eight of the accompanying tables report selected quarterly statistics and the calendar year aggregations of quarterly information for the past 4 years. Unless specifically noted, changes in quarterly statistics are shown from the same period one year earlier. For quarterly information, this calculation permits analysis of data to focus on the direction and magnitude of changes, without interference introduced by seasonal fluctuations. The last four tables in the report show base weights, quarterly index levels, and fourquarter moving average percent changes in the Input Price Indexes maintained by HCFA.
HEALTH CARE INDICATORS FOR THE THIRD QUARTER OF 1995

Medical Prices
While overall price growth has remained relatively steady during the last 16 quarThe authors are with the Office of the Actuary, Health Care Financing Administration (HCFA). The opinions expressed are those of the authors and do not necessarily reflect HCFA's views or policy positions.
ters, the rapid deceleration in medical care prices between 1991-94 has moderated in recent quarters according to the Consumer Price Index (CPI). Medical care prices are now growing at roughly twice the rate as overall prices. As indicated in Table 6 and Figure 1 , the CPI for all items less medical care has grown at rates between 2.2 -3.0 percent since the fourth quarter of 1991. The growth in consumer prices for medical care declined from more than 8.0 percent to 4.4 percent during this same period. However, during the past 5 quarters medical price increases have remained in a relatively narrow range of 4.4 to 4.9 percent. This relatively constant growth rate is the result of steady increases in medical care service prices and slightly decelerating growth in medical care commodity prices.
Growth in consumer prices for medical care services has moderated in recent quarters, the result of offsetting trends in professional services and hospital consumer prices. Consumer prices for professional services have accelerated over recent quarters, mostly because of accelerating prices for physicians' services. Hospital consumer prices continued to decelerate in the third quarter of 1995, growing at just 4.8 percent over the same period one year ago as compared with 5.7 percent in the third quarter of 1994. The deceleration has been the result of declining price growth for hospital rooms, other inpatient services, and other outpatient services.
The slight deceleration of medical commodity consumer prices resulted from decelerating prices for non-prescription drugs and medical equipment and a change in the methodology used in measuring prescription drug prices. Consumer prices for non-prescription medical equipment and supplies decelerated to a 1.3-percent growth rate in the third quarter of 1995 after accelerating in early 1995.
Similar trends have also occurred in overthe-counter drug prices. Prescription drug prices, although giving the appearance of decelerating in 1995, have been affected by both a change in the measuring methodology and by economic trends. Beginning in 1995, consumer drug prices have been calculated differently, incorporating measurements for substitution patterns of generic drugs that had not been used in the past. Under the new procedure, after a prescription drug in the CPI sample loses patent protection, all therapeutically equivalent drugs sold in generic form are given a equal chance for selection in the CPI. This re-selection occurs 6 months after the prescription drug loses patent protection to give the generic versions time to build market share. When generic substitutes are selected, the CPI treats the price difference between the original and the generic as a price change that is reflected in the index (U.S. Department of Labor, 1996) .
HOSPITAL OPERATIONS AND PRICES
The growth in hospital revenues and in most measures of hospital utilization accelerated moderately in the first three quarters of 1995 compared with the same three quarters of 1994 1 , according to data on hospital operations from the American Hospital Association (AHA). These trends are evident in Tables 1 and 2 , and in Figures 2 and 3. For the first three quarters of 1995, growth in total patient revenue accelerated to 5.2 percent from 4.2 percent in the same three quarters of 1994. There were similar trends in revenue growth for 1 The comparison between the 1994 and 1995 data on hospital operation was made by looking at the average growth rate for the first three quarters of 1994 over the first three quarters of 1993 and comparing this with the average growth rate for first three quarters of 1995 over the first three quarters of 1994. This type of analysis gives a clear picture of the growth in 1995 yearto-date over the same period in 1994, and complements the statistics presented in Tables 1-8 on the quarterly change from the same period in the preceding year. both inpatient and outpatient services, as inpatient revenue growth accelerated from 2.3 to 2.9 percent and outpatient revenue growth accelerated from 9.4 to 10.8 percent. During the same three-quarter period in 1995, the growth in the number of admissions and number of outpatient visits both accelerated. The one exception to the pattern of acceleration in hospital indicators was inpatient days. Although the number of inpatient days did not increase in 1995, it did decrease slightly less (-2.8 percent) than in 1994 (-2.9 percent). The pattern of growth in inpatient days is less indicative of spending patterns because some payers such as Medicare, reimburse for services on a per admission, rather than per day basis.
Hospital revenues are determined by both the extent of utilization of hospital services and by the cost per service. When examining the trend in hospital revenue, it is useful to look at the price changes associated with both inpatient and outpatient settings. Although utilization for both inpatient and outpatient services accelerated slightly in the first three quarters of 1995, prices for these two types of services behaved differently.
In the first three quarters of 1995, inpatient prices have decelerated for all payers, including consumers, according to the Producer Price Index (PPI) and the CPI. As indicated in Figure 2 , the PPI for hospital inpatient services, which represents inpatient prices faced by all payers, decelerated from 3.6 percent in the first three quarters of 1994 to 3.1 percent in the same three quarters of 1995. There was deceleration from each sector of payers, including Medicare and Medicaid. This trend also holds in the CPI for hospital room services, which represents out-of-pocket consumer prices (as discussed in the Background that follows), as it decelerated from 5.9 percent in 1994 to 5.1 percent in 1995.
There was quite a different trend in hospital outpatient prices for the first three quarters of 1995, as shown in Figure 3 . All hospital outpatient prices accelerated to 6.3 percent in the first three quarters of 1995 from 3.9 percent in the same three quarters of 1994 according to the PPI. The acceleration was caused by faster growth in the prices paid by Medicare, Medicaid, and other payers for hospital outpatient services. It is interesting to note that while the PPI for other outpatient service payers, which includes all payers except for Medicare and Medicaid, accelerated in 1995 year to date, consumer prices for outpatient services decelerated from 5.9 percent in 1994 to 4.9 percent in 1995. Again, the CPI reflects list prices for consumer out-of-pocket expenses for outpatient services, whereas the PPI reflects transaction price of all payments including out-of-pocket expenses. It needs to be mentioned that the CPI and PPI cannot be directly compared because of broad differences in the scope and purposes of the surveys.
TRENDS IN HEALTH SECTOR EMPLOYMENT AND EARNINGS
The employment situation in the health care sector, viewed in the context of the change in the first three quarters of 1995 over the first three quarters of 1994, presents a picture that is consistent with the change in prices and hospital operations noted earlier, and with the use of health care indicators to monitor aggregate health spending described below.
During the first three quarters of 1995, little change occurred in the growth rate of health care employment and payrolls, consistent with indications that overall health spending has not accelerated or decelerated appreciably thus far in 1995. In the first three quarters of 1995, private sector health care employment grew 2.9 percent, virtually the same as the 2.8 percent recorded in the first three quarters of 1994. Implied non-supervisory payrolls in health sector establishments increased 5.7 percent in the first three quarters of 1995, compared with an increase of 5.4 percent in 1994. The stability of health sector employment and payroll growth for the first three quarters of 1995 contrasts with deceleration of employment and payroll growth in the private non-farm sector over the same period. Total private non-farm employment increased 3.2 percent in 1994 and 2.8 percent in 1995, and implied payrolls in the private non-farm sector increased 6.9 percent in 1994 and 5.5 percent in 1995.
Total hospital employment grew 0.6 percent in the first three quarters of 1995, a change from the 0.3-percent decrease in total hospital employment in the first three quarters of 1994. Home health care services employment grew 10.5 percent in the first three quarters of 1995, a deceleration noted earlier, compared with an increase of 19.5 percent over the same period in 1994. Both observations are consistent with the indicators of health care spending by service described in the next section.
MONITORING PERSONAL HEALTH CARE SPENDING USING INDICATOR DATA
The quarterly indicator data presented in Tables 1-12 can be used to monitor the change in personal health care expenditures (PHCE) prior to the availability of more comprehensive annual data on health care spending. PHCE measures spending for health care services and products purchased by or on behalf of individuals, and in 1994 PHCE accounted for 88 percent of NHE, roughly the same percentage share as in 1992 and 1993 (Levit et al., 1996 .
The quarterly indicator data can be used to produce a rough approximation of the trends in the components of PHCE through the third quarter of 1995. The more reliable annual estimates of PHCE consist of highly detailed estimates of spending by type of payer for each service category, and are based on comprehensive data sources not yet available for 1995. The quarterly indicator data can be used to monitor the growth in some of the components of PHCE prior to the availability of the more complete and comprehensive annual data.
PHCE consists of 9 service categories: hospital care, physicians services, dental services, other professional services, home health care, nursing home care, drugs and other non-durable medical products, vision products and other durable medical products, and other personal health care. Indicator data presented in Tables 1-12 can be used to monitor the growth in the first 6 of these service categories. These six service categories, hospital care, physicians services, dentists services, other professional services, home health care and nursing home care, accounted for 86.4 percent of PHCE in 1994. By creating or using existing quarterly indicators for the service categories, it is possible to monitor the growth in each component through the third quarter of 1995.
Hospital care is by far the largest service category in PHCE, accounting for more than 40 percent of PHCE in 1994. The growth in hospital care in the NHE has decelerated steadily over the last 4 years (Levit, et al., 1996) . The annual growth in hospital care has fallen from 10.1 percent in 1991 to 4.4 percent in 1994. The quarterly indicators for hospital care, AHA panel survey data on operating expenses (Table  1) and total revenues, suggest that there has been little change in the growth rate for hospital care through the third quarter of 1995. Total operating expenses and total revenues in community hospitals (Table 1) increased 5.0 and 4.9 percent respectively from 1993 to 1994, compared with an increase of 4.4 percent in the hospital care estimate in the NHA (The hospital care measure in the NHA includes federal facilities and military hospitals, as well as nonFederal, non-community institutions such as psychiatric hospitals. In 1994,88 percent of hospital care was delivered in shortterm, acute-care community hospitals.) The change in both operating expenses and total revenues of community hospitals for the first three quarters of 1995 over the first three quarters of 1994 is 5.5 percent. This suggests that the growth in hospital care so far in 1995 has been close to the 1994 growth, signaling little if any acceleration in the growth rate.
The indicator series used for physicians services, dentists services, and other professional services are developed using non-supervisory workhours from the Bureau of Labor Statistics (BLS) Current Establishment Survey (Table 3 ) and the CPI data on physicians services, dentists services, and other professional services (Table 7) . For each service quarterly nonsupervisory workhours are weighted (multiplied) by the CPI for the quarter to create quarterly indicators. Comparing the change in the indicator series for the first three quarters of 1995 over the first three quarters of 1994 with the annual change from 1993 to 1994 suggests that physicians services has grown at a rate similar to the 1994 annual growth, dentists services may have accelerated slightly, while other health professionals growth may have decelerated slightly. Viewed as a composite, the growth rate for this group of services shows little change in the first three quarters 1995 as compared with 1994, neither accelerating or decelerating appreciably.
Indicators for nursing home care and home health care services can be created using non-supervisory work hours from the Current Establishment Survey and price measures from the input price indexes maintained by HCFA -the Skilled Nursing Facility Input Price Index (Table 10 ) and the Home Health Agency Input Price Index (Table 11) . For both nursing home care and home health care services, these indicators suggest the growth in these services in the first three quarters of 1995 was slightly slower than the growth in 1994.
Using the six series as indicators for monitoring the overall growth of personal health care spending, suggests that there is no evidence of any significant acceleration in health spending through the third quarter of 1995.
BACKGROUND INFORMATION ON DATA SOURCES AND METHODS
Community Hospital Statistics
Since 1963, the American Hospital Association (AHA), in cooperation with member hospitals, has been collecting data on the operation of community hospitals through its National Hospital Panel Survey. Community hospitals, which comprised more than 80 percent of all hospital facilities in the United States in 1994, include all non-Federal, short-term general, and other special hospitals open to the public. They exclude hospital units of institutions; psychiatric facilities; tuberculosis, other respiratory, and chronic disease hospitals; institutions for the mentally retarded; and alcohol and chemical dependency hospitals.
The survey samples approximately onethird of all U.S. community hospitals. The sample is designed to produce estimates of community hospital indicators by bed size and region (American Hospital Association, 1963-94) . In Tables 1 and 2, statistics covering expenses, utilization, beds, and personnel depict trends in the operation of community hospitals annually for 1991-94 and quarterly for 1991 forward.
For purposes of national health expenditures (NHE), survey statistics on revenues (not shown on Table 1 ) are analyzed in estimating the growth in the largest component of health care costs-community hospital expenditures. This one segment of NHE accounted for 36 percent of all health spending in 1993 (Levit et al., 1996) . The survey also identifies important factors influencing expenditure growth patterns, such as changes in the number of beds in operation, numbers of admissions, length of stay, use of outpatient facilities, and number of surgeries.
Private Health Sector: Employment, Hours, and Earnings
The Bureau of Labor Statistics (BLS) collects monthly information on employment for all workers, and employment, earnings, and work hours for non-supervisory workers in a sample of approximately 340,000 establishments. Data are collected through cooperative agreements with State agencies that also use this information to create State and local area statistics. The survey is designed to collect industry-specific information on wage and salary jobs in non-agricultural industries. It excludes statistics on self-employed persons and on those employed in the military (U.S. Department of Labor, 1995 Tables 3, 4 , and 5 present statistics on employment, non-supervisory employment, average weekly hours, and average hourly earnings for the private non-farm business sector and industries in health services.
National Economic Indicators
National economic indicators provide a context for understanding health-specific indicators and how change in the health sector relates to change in the economy as a whole. Table 6 presents national indicators of output and inflation.
Gross domestic product (GDP) measures the output of U.S. economy as the market value of goods and services produced within the geographic boundaries of the United States by U.S. or foreign citizens or companies. Constant dollar or "real" GDP removes the effects of price changes from the valuation of goods and services produced, so that the growth of real GDP reflects changes in the "physical quantity" of the output of the economy. In the most recent comprehensive revision of the National Income and Product Accounts the method for removing the effects of price changes was altered. The GDP estimates are now deflated using "chain-weighted" price indexes. This method replaces the previous fixed-weighted method of deflating the GDP estimates. (U.S. Department of Commerce, 1995) .
PRICES
Consumer Price Indexes
BLS publishes monthly information on changes in prices paid by consumers for a fixed market basket of goods and services. Tables 6, 7 , and 8 present information on the all urban consumer price index (CPI) that measures changes in prices faced by 80 percent of the non-institutionalized population in the United States. (The more restrictive wage earner CPI gauges prices faced by wage earners and clerical workers. These workers account for 32 percent of the non-institutionalized population [U.S. Department of Labor, 1995] .)
The index reflects changes in prices charged for the same quality and quantity of goods or services purchased in the base period. For most items, the base period of 1982-84 is used to define the share of consumer expenditures purchasing specific services and products. Those shares or weights remain constant in all years, even though consumption patterns of the household may change over time. This type of index is called a fixed weight or Laspeyres index.
CPIs for health care goods and services depict list price changes for out-of-pocket expenditures and health insurance premium payments made directly by consumers. The composite CPI for medical care weights together product-specific or service-specific CPIs in proportion to household out-of-pocket expenditures for these items. In addition, some medical care sector indexes measure changes in list or charged prices, rather than in prices actually received by providers after discounts are deducted. In several health care areas, received or transaction prices are difficult to capture, although BLS is making advances in this area.
In the NHE, a combination of CPIs for selected medical care items, input price indexes for nursing homes, and the Producer Price Index for hospitals are used as measures of inflation for the health industry. The indexes are used to develop a chain weighted price index for personal health care to depict price changes affecting the entire health care industry more accurately than does the overall CPI medical care index (Levit et al., 1996) .
Producer Price Indexes
BLS produces monthly information on average changes in selling prices received by domestic producers for their output. These prices are presented in Tables 6, 7 , and 8 as the Producer Price Index (PPI). The index is designed to measure transaction prices, and is different from the CPI, which in some cases measures list or full charge prices. The PPI is a fixed-weight or Laspeyres index, with base period weights determined by values of receipts. The base period varies among series.
The PPI consists of indexes in several major classification structures, including the industry and commodity classifications that are included in the Health Care Indicators. The PPI by industry classification measures price changes received for the industry's output sold outside the industry. PPI changes for an industry are determined by price changes for products primarily made by establishments in that industry. The industry into which an establishment is classified is determined by those products accounting for the largest share of its total value of shipments. The PPI by commodity classification measures price changes of the end product (end use or material composition). The classifica-tion system for PPI commodity groups is unique to the PPI, and is divided into fifteen major commodity groupings.
Althouth PPIs for medical commodities have existed for numerous years, PPIs for health service industries are relatively new. Most index series began in 1994, and the index series for the composite health services industry does not begin until December 1994. However, the PPI for hospitals began in December 1992, providing enough data for a useful time series. The PPI for hospitals is a measure of transaction prices, or net prices received by the producer from out-of-pocket, Medicare, Medicaid, and private third party payor sources. The PPI for hospitals should not be compared with the CPI for hospital and related services. Although other PPI and CPI series are somewhat comparable (for example, the PPI-office and clinics of doctors of medicine and the CPI-physicians' services), the PPI and CPI for hospitals have important differences in survey scope and methodology. The PPI for hospitals measures price changes for the entire treatment path, measures net transaction price, includes Medicare and Medicaid, samples both urban and rural hospitals, and reflects total hospital revenue from all sources in its index weights. On the other hand, the CPI for hospitals measures price changes for a discrete sample of hospital services singly, measures published charges, excludes Medicare and Medicaid, samples only urban hospitals, and reflects only consumer out-of-pocket expenses and household health insurance premium payments in its index weights. These differences make a direct comparison between the PPI and CPI hospital services indexes inappropriate.
The PPI for the health services industry is available by detailed industry groupings. For example, general medical and surgical hospitals consist of inpatient and outpatient treatments, which in turn consist of Medicare, Medicaid, and all other patients. These patient categories consist of more detail, such as DRG groupings for Medicare. Although most of the data used to measure PPI price changes for health services are collected through a sample, there are specific instances where data are collected from both a sample and from Federal Regulation. This is the case for Medicare hospital inpatient services and Medicare offices and clinics of doctors of medicine. The producer price changes in Medicare hospital inpatient services are computed from a combination of a national sample of DRGs in hospitals, DRG relative weights from the PPS final rules published in the current and historical year, and other adjustments. The producer price changes in Medicare offices of doctors of medicine are computed from a combination of a geographic area sample of payments under the HCFA Common Procedure Coding System (HCPCS), HCPCS updates from the December 8, 1994 Federal Register, and other adjustments. Because of different methodologies, these two PPIs are not comparable with the national updates computed by HCFA and published in the Federal Register.
Input Price Indexes
In 1979, HCFA developed the Medicare hospital input price index (hospital market basket) which was designed to measure the pure price changes associated with expenditure changes for hospital services. In the early 1980s, the skilled nursing facility (SNF) and home health agency (HHA) input price indexes, often referred to as "market baskets," were developed to price a consistent set of goods and services over time. Also in the early 1980s, the original Medicare hospital input price index was revised for use in updating payment rates for the prospective payment system (PPS).
All of these indexes have played an important role in helping to set Medicare payment percent increases, and in understanding the contribution of input price increases to growing health expenditures.
The input price indexes, or market baskets, are Laspeyres or fixed-weight indexes that are constructed in two steps. First, a base period is selected. For example, for the PPS hospital input price index, the base period is 1987. Cost categories, such as food, fuel, and labor, are identified and their 1987 expenditure amounts determined. The proportion or share of total expenditures included in specific spending categories is calculated. These proportions are called cost or expenditure weights. There are 28 expenditure categories in the 1987-based PPS hospital input price index.
Second, a price proxy is selected to match each expenditure category. Its purpose is to measure the rate of price increases of the goods or services in that category. The price proxy index for each spending category is multiplied by the expenditure weight for the category. The sum of these products (weights multiplied by the price index) over all cost categories yields the composite input price index for any given time period, usually a fiscal year or a calendar year. The percent change in the input price index is an estimate of price change over time for a fixed quantity of goods and services purchased by a provider.
The input price indexes are estimated on a historical basis and forecasted out several years. The HCFA-chosen price proxies are forecasted under contract with Data Resources, Inc./McGraw Hill (DRI). Following every calendar year quarter, in March, June, September, and December, DRI updates its macroeconomic forecasts of wages and prices based on updated historical information and revised forecast assumptions. Some of the data in Tables 9  through 11 are forecasted and are expected to change as more recent historical data become available and subsequent quarterly forecasts are revised. The methodology and price proxy definitions used in the input price indexes are described in the Federal Register notices that accompany the revisions of the PPS, HHA, and SNF cost limits. A description of the current structure of the PPS input price index was published in the September 4, 1990, Federal Register. The most recent PPS update for payment rates was published in the September 1, 1995, Federal Register. The latest HHA regulatory input price index was published in the February 14, 1995, Federal Register, and the latest SNF input price index was published in the October 7,1992, Federal Register (also see the June 6,1994, Federal Register) .
Periodically, the input price indexes are revised to a new base year so that cost weights will reflect changes in the mix of goods and services that are purchased. Each revision allows for new base weights, a new base year, and changes to certain price variables used for price proxies.
Each input price index is presented in a table with both an index level and a 4-quarter moving-average percent change. The hospital input price index for PPS is in Table 9 , the SNF input price index is in Table 10 , and the HHA input price index is in Table 11 .
Medicare Economic Index
In 1972, Congress mandated the development of the Medicare Economic Index (MEI) to measure the changes in costs of physicians' time and operating expenses. The input price change measured by the MEI is considered in connection with the update factor for the Medicare Part B physician fee schedule under the ResourceBased Relative Value Scale (RBRVS, November 25, 1992 Federal Register and December 8, 1995 Federal Register) , or is used as an advisory indicator by Congress in updating the fee schedule. The MEI is a fixed-weighted sum of annual price changes for various inputs needed to produce physicians' services with an offset for productivity increases. Like a traditional Laspeyres index, the MEI is constructed in two steps. First, a base period is selected (1989 for the MEI), cost categories are identified, and the 1989 expenditure amounts by cost category are determined. Second, price proxies are selected to match each expenditure category. These proxies are weighted by the category weight determined from expenditure amounts, and summed to produce the composite MEI. Unlike a traditional Laspeyres index, the compensation portion of the MEI is adjusted for productivity so both economy-wide productivity and physician practice productivity are not both included in the update, resulting in a double counting of productivity. The methodology, weights, and price proxy definitions used in the MEI are described in the November 25, 1992, Federal Register. The MEI data is presented in Table 12 as index levels and 4-quarter moving average percent changes. Adjusted patient days is an aggregate figure reflecting the number of days of inpatient care, plus an estimate of the volume of outpatient services, expressed in units equivalent to an inpatient day in terms of level of effort. It is derived by multiply visits by the ratio of outpatient revenue per outpatient visit to inpatient revenue per inpatient day.derived by multiplying the number of outpatientvisits by the ratio of outpatient revenue per outpatient visit to inpatient refvenue per inpatient day, and adding the product to the number of inpatient days.
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Adult occupancy rate is the ratio of average daily census to the average number of beds maintained during the reporting period. Includes the net cost of private health insurance, not shown separately.
Unless otherwise noted, base year is 1982=100. Producer price indexes are classified by industry (price changes received for the Industry's output sold outside the industry) and commodity (price changes by similarity of end use or material composition). The HCFA Occupational Wage and Occupational Benefit Indexes are computed as the weighted-average of 10 ECI categories (ECI for Hospital workers and 9 ECI occupational categories). NOTES: A dash (-) in the Price/Wage Variable column denotes a total or subtotal produced by adding 2 or more categories. ECI is employment cost index . PPI is producer price index, and AHE is average hourly earnings. HCFA is Health Care Financing Administration. W/S is wages and salaries FY is fiscal year. Q is quarter of year. The 4-quarter moving-average percent change for the quarter indicated by the columns is the rate of change in the average index level for 4-quarters ending in that quarter over the same period of the previous year. The 4-quarter moving-average index level for the quarter indicated by the column heading is computed by summing the index level for that quarter and the prior 3 quarters and dividing by 4. The process is repeated to compute the 4-quarter moving avaerage index level for the same quarter one year ago. The average index level for the quarter indicated by the column heading is divided by the average index level of the same quarter a year ago and the quotient is subtracted from 1 and multiplied by 100 to determine the 4-quarter moving-average percent change in the Series are adjusted for productivity using 10-year moving average of output per hour for the non-farm business sector. All series in the compensation portion of the MEI are adjusted for productivity, so both economywide productivity and physician-practice productivity are not included in the update. NOTES: AHE represents average hourly earnings, ECI represents Employment Cost Index, CPI(U) represents Consumer Price Index for all urban consumers, and PPI represents Producer Price Index. W/S is wages and salaries. HCFA is Health Care Financing Administration. A dash (-) in the Price/Wage Variable column denotes a total or subtotal produced by adding 2 or more categories. Q designates quarter of year. An example of how a percent change is calculated is shown in the Notes at end of 
